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fravel, a desire to serve, pride, esprit de
corps, comradery, responsibility, challenge, and job
security are ali listed as valid reasons one steys in
the military profession. Our profession is offen
described as & calling, not a job. Special nature and
unusual obligations are terms often used in describing
those aspects of the military service for which there
is no comperison in the privete sector. And while all
of these attempts to define the intangibles of a military
career are valid reasons which most of us would use in
describing why we heve chosen our life's work, a vital
reason not yet mentioned is the one without which none
of us would be here: the compensation we receive through
our pay and allowance system.

In the last two years we have witnessed a dramatic

turn-earound in recruiting for the armed forces. In fact
the Army is currently bogged down in the dilemma of
managing recruiting success. It now appears that the
end year strength of the Army will surpass the statutory
limit by more than 10,000 members.1 While some of our
success is due to the depressed economy, much of it is
due to innovetive recruiting strategies end a desire to

be part of the monumental modernization effort currently

underway.
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However, despite the success we currently enjoy
in recruiting, there is one critical segment of our
collective membership strength that still leaves the
force structure in numbers far too great. .I refer
to the cereer militery force, those with more than
10 years service. Unfortunately, the cereer force
composition is independent of the way ;n which the
military member is recruited into the force for his
or her first term so the argument that a draft would
solve the problem does not epply. What is pertinent,
what does apply, end what will improve the retention
of the experienced force segment that inspires, trains,
and leads our soldiers is & modification of the mili-
tary pey system; hence, the subject of -this peper.
Unfortunately, many of those who leave are highly-
traineqd criticelly-skilled technicians such es computer
programmers, aviation repair specialists, air traffic
controllers, and electronic technicians, all of whom
have very marketable skills in the privete sector.
When one looks at the sophistication of the hundreds
of new systems being introduced as part of our modern-
izetion effort, ecrecielly from e logistics stendpoint,
it is critically important that we eddress revising
the militery pay system with.the sole purpose of

improving career force retention.
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My thesis is that the militery pey system can

MIBACHE

3 be revised to provide a better incentive to retain
skills which require intensive training end for which
there 1s a great disparity in pay between the current
p militery pey system and that provided by the civilien

L employer. I will discuss the aspectsof the current

‘ military pay system that have contributed to our career
3 force retention problem, the pros and cons of the

| alternatives I see available within the military pay
system, and finally what actions I think must be taken
! to maximize the retention cepability of our pay system.
» To what extent is pay a factor in retention of

mid-career people? Dr. Lawrence J. Kordb in the January

1982 issue of Defense Magazine stated:

The reasons for this sharp decline (in
career reenlistment rates) are not at all
obscure =— pay scales increasingly less
competitive with the private sector. . .
and a generel deterioration in the living
conditions for Qilitary personnel and
their families.

The Rand Corporation found in a study conducted in 1977
that "military members base their decisions to reenlist
on total compensation, both the visible and invisible

components."3

While compensation is not the only
reason for the decline in reenlistment, it contributes
to a major extent.

From a historical standpoint, compensation was
an integral part of the explicit assumptions under-

pinning the creation of the All-Volunteer Force (AVF).
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The Gates Commission, charged with laying the founde-
tion for the transition from the selective service to
theiVFP stated, "The viebility of an sll-volunteer force
ultimately depends on the willingness of Congress, the
President, the Depertment of Defense, and the services
to meintein. . . competitive levéls of military pe.y."4
There eppear to be four key reasons why the
pey and allowances system has not remained competitive
based on comparable age and education in the public
sector. First, since the inception of the AVF on
1 July 1974, changes have been made in the method for
calculating comparability increeses for GS scale federel
employees. While these changes were neéessary to cor-
rect inequities in the Civil Service pay system,
military pay levels were automatically depressed because
the militery pay system is linked to the GS system.
These events account for a 7 per cent decline in purches-
ing power for armed services personnel.5
The second reason is that the President, in
an effort to hold down inflation and reduce the size
of the federal deficit in 1975, 1978, and 1979 imposed
payceps on raises for all government employees, These
three politicel moves cost the military another 7.2 per

cent in purchasing power.6

-4-
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The third factor was the President's move in
1976 and agein in 1977 to reallocete portions of the
militery pey increase into the Basic Allowance for
Querters (BAQ). This resulted in a 25 per cent
reduction in take-home pay for those living in govern-
ment querters compared to those receiving BAQ.7

Finally, the unprecedented inflation rate that
our nation has experienced during the years since the
inception of the AVF compounds the effects of the
actions mentioned above. This has resulted in further
diminishing the military purchasing power in relation
to the Consumer Price Index (CPI).

The other point thet must be established is the
significance of the retention problem. Career reenlist-
ment rates dropped from 81 per cent in 1974 to 68 per
cent in 1979. Because of the nature of the militery
personnel system, which only ellows entry et the bottom
of the hierarchy, these mid-career personnel are
irreplaceable. The training and experience possessed
by these individuels only comes with time. Because the
military personnel system precludes entry except at the
basic skill level, more than one soldier must be
recruited for each trained worker who is not reteined.
Because of attrition through training washouts, dis-
ciplinary eliminations, promotion failures and other

5
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reasons, for every one of the mid-career senior

non-commissioned officers who stays peast his or her
thiré term, we need four fewer recruits to be treined
to take their places.8
One other historicel change is noteworthy.
That is the dramatic shift away from the general
militery skills toward the technical specialists, eas
cited earlier, who constitue the bulk of those mid-career
personnel who are attracted to jobs in the private sector.
Militery personnel trained in white-collar occupations
now account for 46 per cent of the totsl military popu-
lafion compared to 28 per cent in 1945. Blue-collar
enlisted workers now constitute 55 per cent of the
militery force, down significantly from 72 per cent in
1945.9 Finally, with the emphasis on technology, jobs
requiring technical skills in the military are almost
twice the percentage found in the rest of the economy.
The significance of this skill level shift becomes
epparent when one considers the wage differentials in
the civilian sector. Table 1 portrays grephically the
fact that in the private sector, professional end
technicel skills, excluding engineers end physiciens,
earn 59 per cent more then clerical workers. Engineering
technicians and health technologists, both of which
have high concentrations of military counterparts earn

significantly more than their clerical counterparts.

6=
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pABLE 110
Index of Estimeted Aversge Annuel Wege or Selery
Eernings of Ffull-Time Civilien Workers, by Occupetionel
Category, 1978

Clerical category = 100

Eernings
Occupational category index
All professional and technical le4
Frofessional and technicel excluding
engineers and physicians 159
Engineering technicians 143

Heelth technologists and technicians 127

Other 174
Clericel 100
Creft 147
Service (except private household) 88

Protective service 132

Teble 2 which displays the regulasr military
compensation (RKC), basic pay, BAGQ, basic allowance
for subsistence (BAS), and the tax advantage derived
from the nontaxable status of the two allowances,
arrayed by occupationel category illustretes the most
glering deficiency in the militery pey system which
makes the greetest contribution to the inability of
the military services to retein mid-career personnel.
That deficiency is the near total absence of pay
differentials based on occupational skills.

-7-




TABLE 211

Average Annual Regular Military Compensetion of

Enlisted Persomnel, by Occupetionel Category, 1975

Regular military

compensetion
Index (clerical
Occupetionel category category = 100)
Technicel 96
Electronic equipment repeirmen 100
Communicetions and intelligence
specialists 94
Medical and dental specielists 94
Other technicel and allied
specielists 97
Clericel 100
Craft "~ 93
Electrical and mechanical equipment
repeirmen 93
Other craftsmen 94
Other 89
General military skills, including
ground combat 88
Service and supply handlers 91

We continue to rely on the pay table which

entitles everyone of the same renk who has served the
seme number of years to the same amount of besic pay

whether the soldier is a computer operator, clerk, or

-8-
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electronic technicien. Despite the fact that Tables

1l and 2 do not correlate directly, one cen clearly see
the disparity between the peay scales and the reason
that we have retention problems is cleer. We simply
must move to provide pay differentials based on
competitive wage scales. While it may be true that
the value of all individuals to the total effort is
equal, the fact remains that with the AVF, we entered
the market place to compete with private industry for
individuel services. We did so without altering the
most tengible aspect of comparison, our pey system.

It was only in the 1981 pay raise of 14.2 per cent thet
we finally recognized a difference in the value of our
military members and then it was by pay grade, not by
8kill criticality. We have yet to formally recognize
the cause of losing our mid-term career people:; the
disparity between our pey sceles. To be sure that the
Department of Defense (DOD) does indeed recognize the
differentials required to attract and retain different
skill levels, one only needs to look at the earnings
index for DOD Civilians (Table 3) to see the significant

end consistent variance by occupational ares.
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TABLE 312
Index of Average Annueal Wage or Salary Eernings of
Full-Time Civilian Employees Aged 17-44 of the
Department of Defense, by Occupational Category, 1978

Clericeal category = 100

Occupafional category ‘ Earnings index
Technical 134
Electronic equipment repairmen 162
Other 118
Clericsal 100
Creft 152
Electrical and mechaniceal equipment
repairmen 153
Other craftsmen 151
Other 117
General military skills, including
ground combat 104
Service and supply handlers 120

A cursory glance at training time required to
acquire an entry-level skill proficiency. indicates
a wide variation between the training time required
for a soldier who aspires to become a light weepons
infentryman and one who is ewarded the computer
operator or tank turret repairman specialty. One's

worth in the private sector is normelly closely

«10-
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proportional to the length of time invested ia training.

Although the soldier is paid during the time he is
trained and he invests none of his own money in his
training, it seems to follow logically that the longer
he trains, the more valuable his skill and therefore
contribution to the orgenizetion. There is an argument
that the military has an inherent responsibility for
returning to society & better educated, higher-skilled
person than the recruit which entered the service. If
that argument is accepted, the militery services
certainly meet that mission well. That goal, however,
contributes directly to the retention problem. We
somehow accept that once we train a soldier in a
marketable skill and he returns to civilian status, we
have met our responsibility. It is the shortsightedness
of such a philosophicel approach that has plaqued

the services since the inception of the AVF., While
the retention problem at the present appears to be
improving, I submit that it is only an eberration of
the trend that has been esteblished, an ‘aberration
caused by the high unemployment rate. We simply
cannot overlook the fact that the only wey we develop
career personnel is through retaining basic entry

goldiers.

11~




Without belaboring the point, there is one more
point that must be made concerning our system. In
elmost any pay system, longevity is en important factor.
Job tenure is the basis for automatic increases almost
without exception in competing pay systems. However,
in the military, it is the most critical pay varisble,
end, since there is no pay differentiation based on
skill classification at the basic entry level, the
craftsman, because of the difference in grade structure,
is peid less than the clerical worker during his first
enlistment, When he attains ege 45 and presumebly the
highest enlisted grades in the Army, he is still,
reletive to his clerical counterparts, paid considerably
less, again because the force structure does not allow
e comparable grade authorization. Not only is this
concept true for the militery creftaman, but more
importantly, it is true of the military technician.
Again, this example is used to point out that, while
we acknowledge that we are competing with the civilian
merket to acquire and retain an AVF, we have maintained
en outdated pay system that treats senior seasoned workers
end supervisors as if there were practically no differ-
ences in the value of their services.

By ignoring the difference in value of services
or training investment, our pay system provides little help

to the personnel procurer and personnel “manager. I believe

-12-




the pay system should be flexible and operate as an
edjunet, indeed & disciplinery tool, for the personnel
procurement policy meker end as & powerful aid to the
personnel manager in meinteining sufficient quentities
of soldiers in the right rank and in the_proper occupa-
tionel skills. The megnitude of the problem is that

68 per cent of the skills in all the services are
currently over or under-manned.13 Instead we have applied
the automatic pay raise comparaebility mechanism equally .
to all pey grades in all occupations and in &ll services.
In effect, not only do we overlook the difference in
value of services in the basic military pay tables,

but also, in the distribution of pay raises, we have
accepted a totally inflexible system that not only
ignores the difference in the value of services but

ealso abandons the menning conditions and manpower
requirements of the armed forces. This annuel mechaniam
which could be an invaluable asset to the personnel
meneger in enticing people from a positive motivation

to move into shortage specialties, instead leaves the
manager begging soldiers to reclassify from overage
skills to shortage skills or forces the manager to
encourage reclassification besed on negative motivation,
e.g., slower promotions in overage skills or disallowing
reenlistments in overage skills. We seem to take some

sadistic delight in forcing our people, against their

~13-




5' will, to do jobs that must be done when it would be so
& simple to pull them into the same job through e
flexibleannual significant change in allocetion of

. the pay raise.

h I have tried to point out the key problems with
3 end the feilures of the current military pay system

; and why it contributes to the lack of retention of

i our mid-career force. The worst feature of our system
: | is that we fail to recognize the value of occupational
qualifications. In so doing, military pay becomes very

attractive to the personnel who are skilled in areas

for which there is 1ittle demand in the private sector.

Conversely, for those whose skills are recognized as

velueble in the private sector and whose military training
is generally more extensive, our pay system does not
provide the proper incentive to stay.

* In relating the military ray system to military

[ maenpower shortages, the President's Commission on

Military Compensation suggested that "the use of a single

peyline for all types of manpower can be efficient only

if it i8 80 low that it attracts and retains the correct

—y

nunber and quality of personnel in occupetions that are
eesiest to fill."14 The remaining occupations would heve
to be filled by some kind of add-on to the single pay line.
f The Commission calls these add-ons "pay differentials"

-14-
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which constitutes an umbrella applied to all current
special and incentive pays including seapay end aviation
career incentive pey. Reenlistment end enlistment
bonuses also fall into the differentiel pay category.l5
The reader should note that only the enlistment and
reenlistment bonuses are aimed at correcting manpower
shorteges. The other differentials are awarded based
on hazardous occupation or the location or type of duty
the soldier is performing. In most cases these special
and incentive pays are fixed by law and erode in value
over .time. Those fixed by law are extremely difficult
to change and therefore are of little value to the
personnel manager in maintaining the proper manpower
balance. While they do acknowledge a special risk or
geographic separation, they still fail to recognize

the vital differences in the value of occupationel
quelifications. Where the service controls the dollar
emounts and can adjust them quickly, the personnel
manager has a very efficient tool to counteract antici-
pated or actual shorteges. Unfortunately, the service
discretionary pays are limited to the enlistment and
reenlistment bonuses. Currently, the enlistment
bonuses vary up to $5000, and the reenlistment bonuses,

depending on rank and service of the soldier reenlisting,
can be as great as $16,000. Considering the:present

«15-
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value of money, these seem considerable and have indeed
provided a strong influence over the lest two years in
improving retention rates of the mid-cereer militery
members. The reenlistment bonuses are very efficient
as a management tool and are revised on & monthly
besis besed on changes in the manpower requirements
over the previous month.

Trying to determine how large these discretionery
bonuses should be is a difficult tesk. One Bureau of
Labor Statistics study conducted on data collected from
a sample of civilian entry-level jobs corresponding to
enlisted jobs showed that the salary variation was
32 per cent. For entry level jobs corresponding to

16 We

officer jobs there was a 21 per cent varietion.
must be cautious about giving the appearance of throwing
money at the problem. A recommendation by the President's
¥ilitary Manpower Task Force currently under consider-
ation "suggests giving the President new authority to
shift up to one-quarter of the total militery pay raise
amount each year into new or existing bonus or incentive
payprograms."17 On the basis of a planned 8 per cent

pay raise, the services would obtain additional discre-
tionary pay authority of about $500 million. That

seems excessive when the services currently plan to

increase overall bonus payments in FY '83 by $139 million.

-16=
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To further complicate this issue, based on the current
improved retention rates for career personnel, (e.g.,
the Navy retention rates for petty officers haes incresased
from 28 per cent last year to 51 per cent this yeer)

the Congress is going to be reluctant to epprove such

& measure when we are in the middle of success. As I
stated earlier, I believe that the primary cause of

this success is the current economic depression of this
country and that this aberration will quickly disappear
when the economy improves. To determine what these
discretionery pay amounts should be, one must look
beyond prevailing private sector wage rates and include
unenployment, qualitetive end quantitative military
requirements, the conditions of service, and other pay
and nonpey charecteristics of military service. However,
if discretionary pay is pert of the solution, end I
believe it is, then we must identify who our competition
is in the skills which we are unsble to-retain and index
the discretionary pay to the proper wage index. It is
conceivable that there would be more than one wage index
used for differént skills. In fact, it is difficult

to imegine a wage scale index theat would epply equelly
to the language skill, medical, maintenance, and air
traffic controller technicians. The key, however, is

to tie the discretionary wage paid to the wage scale

of our competition, whatever that is.

-17-




While the use of bonuses is clearly a step

in the right direction in rewarding herd-~to-retain

gkills, there is by no means a consensus, especially

in the military community, that bonuses should be the

only mechenism. The basic objegtion by .the military
to any change is that militery members are soldiers,
¥ sailors and airmen first and specialists second. Any
j discrimination based on skill could destroy the
cohesiveness, esprit, and teamwork required in a
military organization. The professional unity which
' has been enhanced in the past by the RMC pay tables

is undermined by the bonus payment which accentuates
’ occupational distinctions. On the other hand, our
! consciences are salved by the fact that the bonus is
L only peid at reenlistment time and therefore a one-time
if recognition of skill value. This payment is made
# outside the regular RMC system and therefore is not
[ seen as recognition of & more valuable contribution
to the accomplishment of the mission, but a reward for
' reenlistment in a shortage specialty. That, somehow,
' is acceptable. |

When we want to give our people a pay reise,

we encourage them to become better qualified for

promotion., Likewise, the service member perceives his

only access to a significant pay raise is through
promotion. The: reason for this is that rank and pay

grade are one and the same. There is a one-to-one relation

-----
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between the two. This concept includes an implicit
assumption thet after an enlisted person has served
in a given rank for a given period of time, he heas
acquired e perticular set of qualifications and
therefore is worthy of & higher title and greater
compensation., In addition, we heve designed our
personnel promotion system so that every recruit hes
an upward mobility access to the highest enlisted
grades. Indeed, if, after a certain length of time,
our soldier has not been promoted to the next higher
grade, he must get out of the military service. He
not only hes access to the highest enlisted grades,
he must attain them or leave the service. This is
simply another aspect of our system which focuses on
people rather then jobs., With this horizontel
equality, there is neither distinction nor reward
based on occupational differences. All people of the
same rank are the same grade and therefore receive
the same pay. Furthermore, everyone has paresllel pay
opportunities. Civil service classifications, on the
other hand, ere made on the responsibilities and
cheracteristics of & position. The qualities of the
person who fills the job has no bearing on the position
classification. I make this point to contrast the

significance of our focus on people rather than on




position uniqueness and responsibility. Few of us
would argue that the Company First Sergeant has the
toughest job in the Army for his pey grade. Yet the
only distinction mede for him is a change in his title.
I believe that it is time that the military services
begin to make job distinctions en integrel part of

the military pay system to solve such problems as the
shortege of willing Company First Sergeants.

Another example of the focus on people comes
with a review of the distribution of our senior enlisted
pey grades. When the E-8 and E-9 pay grades were
introduced in 1959, we had an opportunity to focus on
occupationel differences by distributing more of those
grades to the specialties requiring more advanced
skills. We could have used that opportunity to ellign
senior pay grades with the skills in the private sector
with which we were competing. However, that opporunity
wes lost and as shown by Table 4, technicel and craft
skills still are lagging behind the grade distribution
for clericel skills. My point is that if {.1e institution
demanded that rank and pey grade remain tied, the
distribution of the grades could have reduced the
competitive edge of the private sector. It clearly

does not,




: PABLE 419
] Distribution of Enlisted Personnel in Pey Grades E-~8
& end E-9, by Occupetionel Category, 1978
i' Percent
b Pay grede
1 Occupational category E-8 E-9
2
5 Technical 28 27
Electronics equipment
repairmen 12 13
- Communications and
$ intelligence speciealists 9 8
8 Medicel and dental specialists 4 3
' Other technicel end allied
specialists 3 3
i Clerical 26 36
5 Administrative specielists
] and clerks 26 36
: Craft 22 22
F Electrical and mechanical
repairmen 18 18
Other craftsmen 4 4
. Other 23 15
g General militery specialists,
1 . including combat 16 10
E Service and supply hendlers 7 5
8
E‘
: If we are going to show that we intend to
. compete to retein skills, I believe that whatever we
5
' -21-
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do must be accomplished within our regular military
compensation system. There is a hint that the
President's Commission in 1978 wes ready to recognize

& difference in skill value. They suggest that the
Secretary of Defense propose a pay raise split within
the cesh elements of RMC by pey grade, occupation,
service, or by other appropriate class based on relative
manning posture. They added that such e change should
be reserved for correcting persistent rather than short-

20 1 pave tried to show thai there is

term problems.

a need for pey discrimination based on skill differences.

This change should provide a long-term recognition of

the velue of one's skill. It should operate within the

RMC system end not es an ad hoc add-on as represented

by the enlistment and reenlistment bonuses. The perfect

solution is to delink rank and pay grade as suggested

by Binkin and Kyriakopolous.21
This change could be made easily within our

existing system. No change would be required for the

promotion system. Once the proper wage index is

adopted, the desired increase in wege scale by specialty

would be determined. The increase then would be
applied to Tables of Organization and Equipment/Allowance
by changing the authorized pay grade for each line

entry on the authorization document. Then when a

-22-
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soldier is slotted against the authorizing line, he
1 would be peid the appropriete pey grede. Such &
F chenge would ellow for rank attainment to continue
based on tenure in each service. Grede ratings would
h depend on job classification, personal quelifications
end performance. Iliean pay grades for any given reank
would be allowed to very up or down based on the
i treining required, wage scale for competing private
| sector skills, or some other basis that may become
more important in the future. Some specialties would
' not have the senior pay grades. I would expect that
Y the technicel and shortage skiils would have & higher
E proportion of E-8 and E-9 pay grades. In specialties
ﬁ where the top grede was E-7, for example, the system
would encourage those who wish to advence to retrain

into & shortage specielty for further pay grade

advencement.

Such a system would be much easier to discipline.
The individuels would ensure they got the necessary
training and experience to qualify for the next higher
pay grade. Such e system would provide the motivation
that is currently lacking. Despite the personnel menager's
best efforts under the current system, there are alweys

some percentaege of enlisted soldiers working outside

their specialty. They have no incentive to return to

their specielty because promotion currently brings
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increased pey rather then required training, experience
end performance bringing that pay. The higher number
of top grades in & skill would encourage longer cereers
and therefore fewer recruits to be procured and trained.
This would free the training base to invest its resources
on training recruits for combat arms where limited
numbers of senior grades would encourage retraining
into other skills and ensure the youth and vigor required
of the combat arms.

In summary, the military pay system, especially
with its direct link to the promotion system, contains
inefficiencies and dysfunctions that have contributed

to the retention problems the services have experienced

- with mid-career personnel. Except in the area ..’ bonuses

for enlistment and reenlistment, <~ mili“ary pay system
is an ineffective tool for the personnel maneger.
Certainly in the long term, the pey system is inefficient
and ineffective as an incentive to satisfy manpower
requirements. The solution, I believe, is a combination
of bonuses, the short-term management tool, for combat
arms skills and the revised RMC system of seperating rank
and grede for the long-term management of technical and
shortage skills. This combination provides the flex-
ibility, discipline and dynamics required to man the
military services from a positive "pull" incentive rather

than a negative "push" principle.
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